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obtain staffing levels; and 

(8) 
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dependencyupon 
temporary nursing services in order to 
maintain staffing levels. 

A CBC is allowableforanincreaseininpatient 
care costsgenerated by increasedcare or 
servicesrequired by amoreintensely ill patient 
population. The hospital shall have the burdenof 
demonstratinganetincreaseinintensityfrom 
either the base year or the last year for which a 
casemixadjustmenthasbeen made (whichever 
waslater) totheintermediate or rateyear. The 
higherintensitylevelintheintermediateorrate 
year shall be used to adjust RFR. 

(a)PsychiatricHospitalsmaydemonstratethat 

(b) 

inintensitycertain factors 
thebetween year the 

intermediate year have led to increases in 
service intensity e.g., FTEs, nursinghoursper 
patient), turn towhichinhave 
quantifiable cost.increasesIntensityin 

include, in:agefactors changesmix, 
length of stay,average number of 


involuntary patient 

disability index,and percentageof patients 

admitted from an acute hospital. Note that 

increases in inputs alone are not enoughto 

qualify for an intensity CBC; some intensity­

relatedchange in patientcharacteristics 

must also be identified. 


If thedocumentationfortheincreasein 

intensity is found to beacceptable then the 

hospitalburden
of 
documenting the increase in patient care 

resulting the levelcosts from higher of 
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16 Attachment 4.19-A(3) 

intensity. 

Costsincreasesfor in malpracticephysician 
insurancepremiums paid by thehospitalfor 
physicians who are employees of the hospitaland 
who do not bill patients or third-party reimbursers 
separatelytheir services. Thefor professional 
amountoftheapprovedexceptionallowance 
will be thenetof all theincreasesalready 
determinedthroughtheinflationallowancefor 
malpractice insurancepremiumsfromthebase 

forward and includedyear inhospital'sthe 
Medicaid rates. The hospital must document the 
actual malpractice insurancepremiumexpense, 
aswell as show that the physicians covered are 
employeestheofhospital and do not bill 
separatelyfortheirservices.Thehospitalmay 
includeinthe CBCrequesttheamountofany 
retroactive paymentspremium to be made 
during the rate year. 

No costs other than those meeting the criteria set forth in one 
ormore of theabovecategoriesshallconstituteacost 
beyond the reasonable control of the hospital. 

4. NewServices 

Certain health services that were not offered by a hospital in 
base meeting andthe year, the data reporting other 

requirements described in Section 1II.A herein, are included in 
theoperatingrequirements as newservices.Theallowable 
costforanewservice is equal to the reasonable operating 
costs attributed to thenew service cost centers. 

5. Capital. 

The base yearcapital requirement shallbe adjusted to include 
reasonableprojectedacquisitions and retirementsoffixed 
equipmentandplant,andreasonableprojectedincreases 
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and decreases in amortization, leases and rentals, subject to 
the limitations contained in SectionIII.A.1 herein. 

1II.C. 	 DeterminationofReasonableFinancialRequirements (RFR) forthe 
Rate Year 

The rate-year RFR is calculatedwith the following formula: 

RFR = 

(Rate-Year Operating Requirement +Rate-Year Capital Requirement 
+ Rate-Year Working Capital Requirement) 

1. 	 The rate yearoperatingrequirement is the sumofthebase­
year allowed operating costand the adjustment of the base­
year allowed operating costs to the rate year. 

2. 	 The rateyear capital requirement is the sumofthebase-year 
allowed capital and the adjustment of the base year capital 
to the rate year. 

3. 	 The rate-yearworking-capitalrequirement will be determined 
by multiplying the sumof the rate-year operating and capital 
requirements by 0.0055. 

1II.D. 	 Determinationof Amroved GrossPatientServiceRevenueforthe 
Rate Year 

A State-owned non-acute hospital‘sGPSR is its total dollar amount of 
its projected Charges for the rate year. 

M E .  NewHosPital 

For newhospitals,whichwerenotlicensedand/oroperated as 
State-owned non-acute hospitals inRY 1998,or did not have a base 
yearpreviouslyestablished , theDivisionmayconsideralternative 
data sources to determine Base Year costs. Criteria for such review 
will include but will not be limited to peer group ANALYSI of costs 
incurred and the determination of approved rates for comparable 
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18 Attachment 4.19-A(3) 

facilities. 

1II.F. Rates of Payment for Medicaid Services 

1. 	 For allState-OwnedNon-AcuteHospitalservices,theMedicaid 
rate of payment is equal to the payment-on-account factor 
(PAF) multiplied by theapprovedcharge for each eligible 

e service provided to a Recipient under the Medicaid program. 

Non-Acute2. 	 A State-Owned Hospital's PAF is computed by 
dividing its approved RFR by its GPSR. 

IV. Medicaid DisproportionateShareAdjustments 

The Medicaid program will assist hospitals which carry a disproportionate 
financial burden of caring for the uninsured and low income persons of 
the Commonwealth. In accordance with Title XIX rules and requirements, 
Medicaid will make an additional payment adjustmentto hospitals which 
qualifyforsuch an adjustment.Eligibilityrequirementsfor each typeof 
disproportionate share adjustment and the methodology for calculating 
these adjustments are described below. 

fortypeTo qualifyany of sharedisproportionate payment 
adjustment,ahospitalmusthave aMedicaidinpatient utilization 
rate (calculated by dividing MassHealthpatient days by total patient 
days) of not less than1%. 

The total ofalldisproportionatesharepayments awardedtoa 
particularhospitalin aparticularyearshallnotexceedthecosts 
incurred during the year of furnishing hospital services to individuals 
who either are eligible for Medicaid or have no health insurance or 
source of third party coverage, less payments by Medicaid and by 
uninsured patients. 

Disproportionate share payments made pursuant to this section are 
subjecttoHealthCareFinancingAdministrationapproval of state 
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Attachment  19 4.19-A(3) 

plan amendments incorporatingthis methodology 

V. Federally Mandated DisproportionateShareAdjustments 

(1) 	 Data Sources.TheDivisionshalldeterminefor each fiscalyear a 
federally-mandated Medicaid disproportionateshare adjustment for 
all eligiblehospitals,using the dataand methodologydescribed 
below. The prioryearDHCFP-403reportshall be used to determine 
Medicaid days, total days, Medicaid inpatientnetrevenues, total 
inpatientnet revenues, total inpatientchargesandfreecare 
charge-off. If said DHCFP-403 report is not available, the Division shall 
use the most recent available prior yearDHCFP-403 report to estimate 
these variables. 

(2) Determinationof Eliaibilih UndertheMedicaidUtilizationMethod. 
TheDivisionshall calculate a threshold Medicaid inpatient utilization 
rateto be usedas astandardfordeterminingtheeligibility of all 

hospitalsthefornon-acute care federally-mandated 

disproportionate share adjustment. TheDivisionshalldeterminesuch 

threshold as follows: 


First, calculatethestatewideweightedaverageMedicaid 

inpatient utilization rate by dividing the sum of Medicaid days 

for all non-acute carehospitals in the state by  the sum of total 

inpatient days for allnon-acute carehospitals in the state. 


Second, calculate the statewide weighted standard deviation 

for Medicaid inpatient utilization statistics. 


Third, add thestatewideweightedstandarddeviationfor 
inpatient statewideMedicaid utilization to the weighted 

average Medicaid inpatient utilization rate. Thesumofthese 
shall be the inpatienttwo numbers threshold Medicaid 

utilization rate. 

TheDivisionshallthen calculate each hospital'sMedicaid 
inpatientutilizationrate by dividing each hospital'sMedicaid 
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Medicaid utilization rate calculated pursuant to Section 
V. (2)(c). The ratioresultingfromsuchdivisionshall be 
the federally-mandated disproportionateshare ratio. 

(b) 	 For each hospitaldeterminedeligibleforthefederally 
mandated disproportionate share adjustment under the 
low-income utilization rate method, but not found to be 
eligible federally-mandatedfor the Medicaid 
disproportionateshareadjustmentunderthe Medicaid 
utilizationmethod,theDivisionshallsetthehospital's 
federally-mandateddisproportionate share ratioequal 
to one. 

(c) TheDivisionshall thendetermine,forthegroupofall 
hospitals,sum ofeligible the federally mandated 

disproportionateshareratios calculated pursuantto 
Section V. (4)(a) and Section V. (4)(b). 

(d) 	 TheDivisionshallthen calculatea minimumpayment 
underthefederally-mandateddisproportionateshare 
adjustment b y  dividing the amountof funds allocated for 
paymentstheunderfederally-mandated 
disproportionateshareadjustment by the sumofthe 
federally-mandateddisproportionate ratios 
calculated pursuant to Section V. (4)(c). 

(e) TheDivisionshall thenmultiplytheminimumpayment 
the Medicaidfederally-mandated 

disproportionateshareadjustment by the 
Medicaidfederally-mandated disproportionate share 

ratio established foreach hospital pursuantto Section V. 
(4)(a) and (b). Subject to the limits herein, the product of 
such multiplication shall be thepaymentunderthe 
federally-mandated disproportionateshare adjustment. 
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Medicaid utilizationrate calculated pursuant to Section 
V.(2)(c). The ratioresultingfromsuchdivisionshall be the 
federally-mandated disproportionateshare ratio. 

determined the(b) 	 For each hospital eligible federally­
mandated disproportionate adjustment theshare under 
low-incomeutilizationratemethod, but notfound to be 

, eligibleforthefederally-mandatedMedicaiddisproportionate 
shareadjustmentunderthe Medicaid utilization method, the 

thehospital's federally-mandated 
disproportionate share ratio equal to one. 

(c) 	 TheDivisionshallthendetermine,forthegroupofalleligible 
hospitals, sumthe of federally-mandateddisproportionate 
shareratios calculated pursuant to SectionV.(4)(a) and 
Section V.(4)(b). 

(d) TheDivisionshallthen calculate a minimum payment under the 
disproportionate sharefederally-mandated adjustment by 

dividingtheamountoffunds allocated pursuanttoSection 
V.(5)federally-mandatedfor thepayments 

sharedisproportionate adjustment by  the sum of the 
federally-mandateddisproportionate shareratios calculated 
pursuant to Section V.(4)(c). 

(e) 	 The Division shall then multiply the minimum payment under the 
federally-mandateddisproportionate shareMedicaid 

the Medicaidadjustment by federally-mandated 

disproportionateshareratioestablishedfor each hospital 

pursuant to SectionV.(4)(a) and (b). Subject to thelimits 

herein, theproduct of such multiplication shall be the payment 


the disproportionate sharefederally-mandated 
adjustment. 
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VI. 	 ExtraordinaryDiSDt'ODOrtiOnateShareAdjustment for SpecialPopulation 
State-Owned Non-Acute Hospitals. 

TheDivisionshalldetermine an extraordinarydisproportionateshare 
adjustmentforalleligibleState-OwnedSpecialPopulationNon-Acute 
Hospitals, using thedata and methodology described below, 

(1) Data Sources. 

TheDivisionshalluse the DHCFP-403 reportforthefiscalyear two 
years prior to the fiscal year of the calculation of the disproportionate 
share adjustment to determine the cost, free care, charge, patient 
day, and netrevenueamounts.IfsaidDHCFP-403report is not 
available,theDivisionshallusethemost recent available previous 
DHCFP-403report to estimate these variables. If the specified data 
source is unavailable, then the Division shall determine and usethe 
best alternativedata source. 

(2) DeterminationofEliGibility. 

(a) 	 In orderto be eligiblefortheextraordinarydisproportionate 
share adjustment, Non-Acutepayment State-Owneda 
Hospital must: 

1.  	 specializeinprovidingtreatment topeople with AIDS, 
tuberculosis the needypatients,medically homeless, 
multiply handicapped pediatricpatients and patients 
with medicalcombined and needs;psychiatric 

2. 	 provideforspecialactivetreatmentsuch as treatmentof 
developmentaldeafness, disabilities, and theelderly; 

3. accept all patients without regard to their abilityto pay; 
4. 	 meetrequirementsforthereceiptoffederalmatching 

funds; 
5. meetthelow-incomestandard asset forthinSection 

Vl.(2)(b); and 
6. 	 meettheunreimbursedcoststandard set forthin 

Section Vl.(2)(c). 
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(b) Low-incomestandard. 

1. For each state-owned populationspecial non-acute 
hospital,theDivisionshall calculatethehospital-specific 
low-income utilization rateas follows: 

a. TheDivisionshall divide each hospital's net Medicaid 
revenue by its total gross patient service revenue. 

Divisionb. The shall divide each hospital'sfreecare 
charges by its total charges. 

c. The total of these percentages shallequal the hospital's 
low-income utilization rate. 

2. 	 If thehospital-specificlow-incomeutilizationrateexceeds 
45%, then the state-owned special population non-acute 
hospital meets the low-income standard. 

(c ) Unreimbursedcoststandard. 

1.  For each state-owned populationspecial non-acute 
hospital,theDivisionshall calculatethehospital-specific 
unreimbursed costpercentage as follows: 

a. 	TheDivisionshallcalcCllatethecostsofproviding 
hospitalservices to Medicaid-eligibleindividualsand 
uninsuredindividuals, by multiplyingMedicaid RFR by 
theratioofMedicaidcharges plusself pay charges 
plus free care charges to total charges. 

Division subtract Medicaidb. The shall the total of 
payments any share(excludingdisproportionate 
payments)plusself pay payments,fromthecosts 
determinedinSectionVl.(2)(c)l ,a,,todetermine 
the amount of unreimbursed costs. 

c. TheDivisionshall dividetheamount of unreimbursed 
costsdeterminedinSectionVl.(2)(c)l .b. by thecosts 

in Vl.(2)(c)l .a. todeterminedSection determine 
the percentageof unreimbursed costs. 
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24 Attachment 4.19-A(3) 

2. 	 If thehospital-specificpercentage ofunreimbursedcosts 
exceeds 50%, thenthestate-ownedspecialpopulation 
non-acute hospitalmeets the unreimbursed cost standard. 

(3) 	 DeterminationofPaYment.Subject to thelimitsherein,for each 
state-owned population hospitalspecial non-acute determined 
eligible for the extraordinary disproportionate share adjustment under 
Section V1(.2), the payment amount shall be equal to the estimated 

year costproviding services torate unreimbursed of hospital 

Medicaid-eligible individualsand uninsured individuals,calculated as 

follows: 


(a) 	First, determine the estimated rate year cost of providing hospital 
services to Medicaid-eligibleindividuals and uninsured 
individualsassetforthinSectionVl.(2)(c)l ,a,, substituting RY 
Reasonable Financial Requirements for sourcedata RFR. 

(b) Then, multiplythiscost by theunreimbursedcost percentage 
determined pursuantto Section Vl.(2)(c)l.c. 

VII. 	 Extraordinaw Disproportionate Share Adjustment forState Owned Psychiatric 
Hospitals 

TheDivisionshalldetermine an extraordinarydisproportionateshare 
adjustmentforalleligibleState-OwnedPsychiatricHospitals,usingthe 
data and methodology describedin SectionVII. 

(1) DataSources. 

TheDivisionshallusetheDHCFP-403reportforthefiscalyear two 
years priorto the fiscal yearof the calculationof the disproportionate 
shareadjustment to determine the cost, free care, charge, patient 
day, and netrevenueamounts. If said DHCFP-403 report is not 
available,theDivisionshallusethemostrecent available previous 
DHCFP-403 report to estimate these variables. If the specified data 
source is unavailable, then the Division shall determine and use the 
best alternativedata source. 
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25 Attachment 4.19-A(3) 

(2) Determinationof EliaibilitY 

(a) Inorder tobe eligiblefortheextraordinarydisproportionate 
share payment adjustment, a State-Owned Psychiatric Hospital 
must: 

1. 	 specializeinproviding psychiatric/psychological care and 
treatment; 

2. 	 provideforspecialactivetreatmentsuch as treatmentof 
deafness, developmental disabilities,and the elderly; 

3. accept all patients without regardto their abilityto pay; 
4. consist partly or whollyof locked wards; 
5. meet requirements for thereceipt of federal matching funds; 
6. meetthelow-incomestandard asset forthinSection 

Vll,(2)(b); and 
7. meet the unreimbursed cost standard assetforthinSection 

Vll*(2)(c). 

(b) Low-incomestandard. 

1. 	 For each state-ownedpsychiatricHospital,theDivisionshall 
calculate the hospital-specific low-income utilization rate as 
follows: 

a. The shallDivision divide each hospital'snetMedicaid 
revenue by itstotal gross patient service revenue, 

b. TheDivisionshalldivide each hospital's free care charges 
by its total charges. 

c. 	 The total ofthesepercentagesshallequalthehospital's 
low-income utilizationrate. 

2. 	 If thehospital-specificlow-incomeutilizationrateexceeds 
45%, then the state-owned psychiatric hospital meets the low­
income standard. 
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(c) Unreimbursed cost standard. 

1. 	 For each state-ownedpsychiatrichospital,theDivisionshall 
calculate unreimbursedthehospital-specific cost 
percentage as follows: 

a. 	 TheDivisionshall calculate the costs of providing hospital 
services to Medicaid-eligibleindividuals and uninsured 
individuals, by multiplying Medicaid RFR by the ratio of 
Medicaid charges plusself pay chargesplusfree care 
charges to total charges. 

Divisionsubtractb. 	 The shall the total of Medicaid 
payments any share(excludingdisproportionate 
payments) self pay payments, theplus from costs 
determinedinSection 111(2)(c)l .a,,todeterminethe 
amount of unreimbursed costs. 

c. 	 TheDivisionshall dividetheamount of unreimbursed 
costs determined in Section111(2)(c)l .b. by thecosts 
determinedinSection 111(2)(c)l .a. todeterminethe 
percentage of unreimbursed costs. 

2. 	 If thehospital-specificpercentage ofunreimbursedcosts 
exceeds 50%, thenthestate-ownedpsychiatrichospital 
meets the unreimbursed cost standard. 

(3) DeterminationofPayment.Subjecttothelimitsherein,for each 
state-owned hospital eligiblepsychiatric determined the 
extraordinary disproportionate share adjustment under Section lll(2). 
thepaymentamountshall be equaltotheestimatedrateyear 
unreimbursed cost of providing hospital services to Medicaid-eligible 
individualsand uninsured individuals,calculated as follows: 

a. First, determinetheestimatedrateyearcostofproviding 
hospital servicesto Medicaid-eligible individualsand uninsured 
individuals asset forth in Section Vll.(2)(c)l .a,, substituting RY 
Reasonable Financial Requirements for sourcedata RFR. 

b. 	 Then,multiplythiscost by theunreimbursedcost percentage 
determined pursuantto Section VH.(2)(c)l.c. 
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(4) 	 Limits on AllocationofFunds.The total amount of funds allocated 
for payment to state psychiatric shall beowned hospitals 
proportionately reducedto stay within the limits for disproportionate 
share payments for institutions for mental diseases(IMDs) reported by 
theCommonwealthtoHealthCareFinancingAdministrationin 
accordance with limits pursuantto 42 U.S.C. 1396r-4. 

VIII. 	 DisproportionateShareOutlierAdjustment ForInfantsUnder One Year of 
Age. 

TheDivision will makeanannualpaymentadjustmenttostateowned 
non-acute hospitals for services furnishedto infants under one year ofage 
involvingexceptionallyhighcostsorexceptionallylonglengthsofstay, 
Determination of eligibility for this outlier payment adjustment for infants 
under one yearof age is described in SectionVIII.(l) and (2) below. 

(1) ExcePtionallY Long LengthsofStay. 

astatewide average(a) 	First, calculate weighted Medicaid 
inpatient length of stay. Thisshall be determined by  dividing the 
sum of Medicaid daysforall non-acute care hospitalsinthe 
statebythe sumof total dischargesforall non-acutecare 
hospitals in the state. 

(b) Second, calculatethestatewideweightedstandarddeviation 
for Medicaid inpatient lengthof stay statistics. 

(c) 	Third,take 1.5 times the statewide weighted standard deviation 
for Medicaidinpatientlength of stay; add that resulttothe 
statewide weighted average Medicaid inpatient length of stay. 
Thatshall constitute Medicaid forsum the thresholdan 
exceptionallylonglength of stay for purposesofpayment 
adjustments under this Section. 

(2) ExceptionallyHighCost. 

(a) First, calculate average per inpatientthe cost Medicaid 
discharge foreach hospital. 

TN: 98-008 HCFA 1/98 07/ 
SUPERSEDES: 96- 17 APPR ' ;! ,< SUBMITTED: 9/29/98__,!'I . . ­_ 

OFFICIAL 




Attachment  

P 


28 4.19-A(3) 

(b) 	 Second, calculatethestandarddeviation for thecostper 
Medicaid inpatient dischargefor each hospital. 

(c) 	Third, take 1.5 times the hospital's standard deviation for the cost 
perMedicaidinpatientdischarge; add that result to the 
hospital's average cost per Medicaid inpatient discharge. That 
sum shall constitute the Medicaid threshold for an exceptionally 
highcostforpurposedofpaymentadjustmentsunderthis 

* Section. 

(3) 	 Allocationof Funds.The total amount offunds allocated shall be 
twenty five thousand dollars($25,000). Any hospital which qualifies for 
an outlier adjustment shall receive a payment of one percent of the 
total allocation of funds. In the eventthat qualifying hospitals exceed 
the total, each hospital's share shall be proportionately reduced to 
stay within theallocation. 

IX. DisDroDortionateShareOutlierAdJustmentForChildrenUnder Six. 

share adjustmentpaymentDisproportionate outlier in amount for 
medicallynecessaryinpatienthospitalservicesinvolvingexceptionally 
high costs or exceptionally long lengths of stay,as defined in SectionVIII, 
is extended to services for children who have not reached the age of six, 
provided that thestateownednon-acutehospitalqualifies as a 
disproportionate share hospital under SectionV. 
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